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FOREWORD 


HAT the future holds for America depends largely upon what America 

W spends for schools. Altho the American people believe in education and 

have given freely of public funds as compared with other nations— 
education has never been adequately financed. By “adequately financed” we 
mean that the educational slums are still able to produce a lag in the forward 
progress of the nation as a whole. Witness the equivalent of forty army divisions 
rejected by the Selective Service because of physical and mental deficiencies! 

There is another angle from which we must view the adequacy of educa- 
tional finance. The postwar years will bring new types of economic competition 
among nations. As in the past, but even more so in the future, the nations with 
high levels of educational competence will be those capable of maintaining 
their economic leadership. Education raises the productive skill of gainfully 
employed persons; it increases the wants and the demands of the consumer. 
Education creates and maintains the “open door’ of domestic economy ; it 
gives the nation a sound base for its foreign economic relationships. 

With the foregoing thoughts in mind it is important that we should consider 
our school expenditures in relation to national income and public expenditures. 
Consistently since 1933 the trend has been for school expenditures to increase 
at a much less rapid rate than the upward rise in national income. School ex- 
penditures similarly have lost relative position in the total of expenditures for 
all government purposes. 

It was proper that in the war period the military demands should have re- 
ceived first call upon the finances of America. But it is also perfectly clear from 
the record that the American people had untouched resources. Even during the 
war years these reserves were tapped by steadily increasing amounts for cloth- 
ing, tobacco, alcohol, and other items. It does not seem unreasonable to suggest 
that textbooks, school equipment, teachers’ salaries, and the other items of an 
adequate educational program are also important. No—not merely important 
but critical if we are to maintain our economic leadership. 

This postwar period will be the most critical in the nation’s history. Decisions 
made now will effect every phase of American life, including public education. 
Many of these decisions will be a direct reflection of the social values held by 
the American people. Where controversies develop members of the teaching 
profession should range themselves upon the side of sound public policy. 

This bulletin points out the implications for the public schools of past ex- 
perience and on predictions concerning future economic developments. Altho 
the outlook for the schools, in the main, is encouraging, there are also pitfalls 
and dangers. The increasing importance of the function of public education in 
postwar America must be recognized. For the successful performance of this 
function adequate financing must be available. Education itself is an essential 
factor in an expanding national economy. It builds producers and consumers ; 
it lifts the level of economic progress. 

While the preparation of this bulletin was completed just prior to V-J Day, 
the end of the war only brings the problems with which it deals into sharper 
focus. 

Wivarp E. Givens, Executive Secretary 
National Education Association 
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I. Introduction 


Present days are days of uncertainty.' The 
war is ended, but all groups face the problems 
of peace and readjustment with anxiety. Those 
who take an especial interest in the welfare 
of the public schools are no exception. Will 
the economy of the nation be able to pass 
thru the inevitable dislocations of reconver- 
sion to a period of stable prosperity? That 
is the hope of all. 

The schools will ride or fall with the na- 
tional economy as a whole. However, except 
in time of war or depression, or other na- 
tional emergency, changes in the level of 
government spending, including school spend- 
ing, tend to lag behind changes in private 
spending. Probably this will still be true after 
World War II, altho the government may 
again take the lead because of the prevalent 
feeling that certain types of public expendi- 
tures, particularly for public works, have a 
special role to play in achieving economic 
stability. What will be the relation of total 
postwar spending to government spending? 
This question cannot be answered now. The 
answer will depend in part upon the philoso- 
phy of the people and upon their under- 
standing of the relative importance of public 
services, including education. 


Contents of This Bulletin 


In order that persons interested in the 
schools may better “size up” the postwar 
situation as it develops, there are brought to- 
gether in this Res—EARCH BULLETIN data on 
the relationship between school support and 
certain economic and fiscal trends. No one 
knows to what extent the past will serve as 
a guide to the postwar future. Past experience 
may throw a good deal of light on probable 
postwar developments, however. Most of the 
data presented are of the same nature as 
those that have been published by the NEA 
Research Division about once every two years 
over a long period. There are sections on: 


. School expenditure trends (Section II). 
. The national income (Section III). 

. Public expenditures (Section IV). 

. Consumer spending (Section V). 


-wh— 


Section VI reemphasizes certain of the 
points brought out in the earlier sections 
and quotes the opinions of economists and 
business groups concerning the dependence 
of the successful operation of the national 
economy upon the schools. 

At the end of each of the sections II to V 
are a few paragraphs dealing with predictions 
and estimates for postwar years. No attempt 
is made in this bulletin to evaluate the 
different forecasts or estimates, or to relate 
them to one another. The aim is not to paint 
a picture of the postwar economy in relation to 
the support of the schools, but to inform the 
reader concerning what is being said about 
the probable size of the national income after 
reconversion to peacetime production; about 
the amount of money that the schools will 
need in order to do the job expected of them 
in postwar years; about the level of govern- 
ment spending that will be necessary in order 
to serve the nation adequately; about the 
amount of goods and services that consumers 
will have to buy in postwar years if full em- 
ployment and a high level of national income 
are to be maintained. As a rule, where several 
estimates are cited for the same item no pref- 
erence on the part of the NEA Research 
Division is expressed for any one of them, 
altho occasionally a particular item has been 
selected for purposes of illustration or example 
only. This statement, of course, does not 
apply to the Research Division’s own esti- 
mate of adequate postwar expenditures for 
schools.2 Like many of the other estimates 
cited in the succeeding pages this is not a 
prediction of actual postwar expenditures. It 
is simply the Division’s best guess as to what 
will be needed. 

Even those figures which are in the nature 
of predictions of postwar income and expend- 
iture should probably not be regarded as 
highly accurate. It is to be hoped, however, 
that they will be helpful to those who are 
planning realistically for postwar public 


schools. 


1 The major portion of this bulletin was written in the spring of 1945 before V-J Day. The general conclusions are still 
pertinent, altho some details may be modified by events later in 1945. 
2See NEA Research Bulletin for April 1944 and pages 14-15 of this bulletin for details 
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FIGURE I 


TREND OF TOTAL PUBLIC SCHOOL EXPENDITURES, 
1870 — 1943 
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II. School Expenditure in War and Peace 


The total amount, including both current 
expense and capital outlays, spent for public 
elementary and secondary schools of the 
United States in the school year 1942-43 was 
2.31 billion dollars.t This was less than in any 
previous year since 1938-39, Rising from 2.29 
billion dollars in 1938-39, school expenditures 
reached 2.34 billion dollars, the highest point 
in their history, in 1939-40. Thereafter, they 
declined slowly thruout the succeeding war 
years to 1943.? 


Effects of War 


Thus, at a time when most other costs were 
rising the total cost of the public schools de- 
clined. Actually this does not mean that the 
per pupil or per teacher cost was less in 1942- 
43 than it was in 1939-40. On the contrary, 
unit costs rose steadily. Evidence of this rise 
is discussed in later paragraphs. 


School Expenditures Did Not Decline During 
World War I 


So far as we know, this is the first time 
that total public-school expenditures in the 
United States have declined in time of war. 
In fact, according to figures collected by the 
U. S, Office of Education, thruout the seventy 
years from 1870 to 1941, the upward trend 
of school expenditures was interrupted only 
twice. The first time this occurred was during 
the four-year period from 1875 to 1879. The 
ether time when the curve of school expendi- 
tures headed downward temporarily was dur- 
ing the four years from 1930 to 1934. Neither 
of these periods included war years but both 
followed by ten years, or a little more, the 
close of a major war and were characterized 
by severe economic depression. At no other 
time, until 1941, was the impact of either 
war or depression sufficient to halt the rising 
trend of school expenditures. See Figures I 
and IT. 


Decline Was Due to Reduction of 
Capital Outlays 


It may be stated that the wartime decline 
in total public-school expenditures was slight 


and probably of brief duration. From 2.34 bil- 
lion dollars in 1939-40 to 2.31 billion dollars 
in 1942-43 was a drop of only about 2 percent. 
This 2 percent drop was not distributed evenly 
over the cost of the entire school program. 
Practically all of it was concentrated in capi- 
tal outlays—that is in expenditures for the 
construction and equipment of school build- 
ings and the purchase of school building sites. 

In the brief space of three years expendi- 
tures for school building construction, equip- 
ment, and sites dropped about 73 percent, 
from 258 to 69 million dollars. The im- 
portance of expenditures of this type in the 
total school budget also declined. Instead of 
11 cents out of every dollar spent for public 
elementary and secondary schools being used 
for school building purposes, as in 1939-40, 
less than 3 cents was so used in 1942-43. 

There is an obvious reason why capital ex- 
penditures for schools have fallen off during 
the present war. This reason lies in the pri- 
ority given by government to the demands of 
war upon available supplies of building ma- 
terials and labor. During World War I, 
when no such rigid restrictions were imposed, 
increases in capital outlays kept an approxi- 
mately even pace with increases in other types 
of school expenditures. See Figure III. 

War needs, of course, ought to come first 
and few persons would question the wisdom of 
deferring all except the most urgently needed 
construction for schools and other public pur- 
poses for the duration of the war. We need 
not be surprised, therefore, that capital out- 
lays for schools have been almost eliminated 
in recent years. The only surprising element 
in the situation is that other types of school 
expenditures have not risen more. We might 
reasonably expect, in an era of rising wages 
like the present, that payments for teachers’ 
salaries alone would have increased enough to 
overcome the effect of any reduction in a type 
of expenditure which, even before the war, 
was only a small part of the total school 
budget. 

That this has finally occurred in the two 
years between 1943 and 1945 is probable. The 
school year 1942-43 is the latest for which we 


1 Exclusive of an unknown amount spent in 1942-43 in connection with the war training program in secondary schools. 


2 While the United States was not actually at war until the 


end of the calendar year 1941, or the middle of the school year 


1941-42, defense production and lend-lease programs were well under way a year earlier. 
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have figures for all of the states but reports 
from thirty-six states * and recent information 
on salaries in city-school systems‘ lead us to 
believe that total school expenditures may have 
belatedly resumed their upward trend. 


Teachers’ Salaries and Other Current 
Expenditures Have Risen Slightly 


The rise in current expenditures between 
1939-40 and 1942-43 was only 7 percent. Cur- 
rent expenditures as distinguished from capital 
expenditures make up the greater part of the 
total amount spent for public elementary and 
secondary schools. This part was 2.09 billion 
dollars out of 2.34 billion dollars, or 89 per- 
cent, in 1939-40; it was 2.24 billion dollars 
out of 2.31 billion dollars, or 97 percent, in 
1942-43. 

Current expenditures consist of : expenses of 
school administration ; salaries of teachers and 
other members of instructional staffs; pur- 

* Advance figures reported to the U. S. Office of Education. 

* National Education Association, 


4-23; February 1945. 
® Estimates based on, National Education Association, 


chases of textbooks and other instructional sup- 
plies; expenses of heating and lighting and 
otherwise operating and caring for school 
buildings ; certain charges of fixed amount such 
as rents and costs of employee retirement; 
costs of activities such as the transportation of 
pupils between school and home, which are es- 
sential to, but not a part of the instructional 
program ; and interest on indebtedness. Among 
all of these items by far the largest is payments 
for teachers’ salaries which totaled 1.31 billion 
dollars in 1939-40 and 1.40 billion “dollars in 
1942-43. In each of the two years teachers’ sal- 
aries accounted for a little less than 63 percent 
of the total current expense of schools. As in 
total current expense the increase between 
1939-40 and 1942-423 in the total amount paid 
for teachers’ salaries was only 7 percent. It is 
believed that total expenditures for teachers’ 
salaries may have increased by another 10 per- 
cent since 1942-43.° 


Research Division. “Salaries of City-School Employees, 1944-45." Research Bulletin 23: 


Research Division, op cit. 
Figures from Blase, David T. Statistics of State School Systems, 1942-43, Washington, D. C.: U. S. Office of Education, 


Federal Security Agency, 1944. 4 p. (Planographed.) 
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Average Teacher's Salary Has Risen Less 
Than Wages in Other Occupations 


It is easier to appraise the significance of the 
rise iri total current school expenditures and in 
teachers’ salaries when the total payments for 
1939-40 and 1942-43 are reduced to terms of 
the average cost of educating each pupil and 
the average cost of employing each teacher. 

The total current expense of educating each 
pupil in average daily attendance in public ele- 
mentary and secondary schools was $109.92 in 
1942-43, as compared with $94.03 in 1939-40. 
This rise of $15.89 per pupil, or about 17 per- 
cent, was due in part to higher total expendi- 
tures but in part, also, to decreased school 
attendance. The decrease in average daily 
attendance at elementary and secondary schools 
was from 22,042,151 pupils in 1939-40 to 
20,293,274 pupils in 1942-43. It was caused, 
according to the U. S. Office of Education, 
partly by a decrease in the school-age popula- 
tion, but also partly by temporary factors re- 
lated to the war such as the tendency to leave 
school for employment in war jobs, and in- 
creased truancy due to the failure of parents 
engaged in war work to give adequate super- 
vision to their children.° 

The average annual salary paid teachers and 
other members of the instructional staffs of 
public elementary and secondary schools also 
rose between 1939-40 and 1942-43. In 1939-40 
it was $1441. In 1942-43 it had reached $1599. 
On the average then, over a three-year period 
teachers received a “raise” in their annual pay 
of $158, or about 11 percent. This compares 
with an increase of almost 65 percent during 
the same period in the average annual earnings 
of factory workers. It compares with an in- 
crease of about 56 percent in the average an- 
nual earnings of all persons receiving salaries 
or wages.’ Payments to these groups are known 
to have increased still further after 1943. If the 
average salary of teachers increased another 11 
percent between 1942-43 and 1944-45, to an 
estimated $1786, there would still be a total 
increase in five years, from 1940 to 1945, 
of about 24 percent. 


® Blose, David T., op. cit 


Lower Quality Means Higher Real Cost 


Figures cited in the foregoing paragraphs 
show that within the existing school plant the 
cost of public elementary and secondary educa- 
tion has risen somewhat since 1940. Disregard- 
ing capital outlays, it cost more in current-year 
dollars to educate one pupil in 1942-43 than in 
1939-40. It was also necessary to pay a little 
1942-43 than in 
1939-40 to employ the services of one teacher. 


more in current dollars in 


Aside from these increases in the number of 
dollars expended there was an additional, hid- 
den cost that was paid, not in dollars, but in 
terms of the impairment of the quality of the 
educational program. To illustrate: While the 
average salary of teachers rose 11 percent be- 
tween June 30, 1940, and June 30, 1943, the 
cost of living of urban and rural teachers, ac- 
cording to an adjusted index prepared by the 
NEA Research Division, increased more than 
30 percent. The teachers’ salary dollar of 
1943 was worth only about 76 cents, as com- 
pared with the dollar of 1940 in terms of the 
value of goods and services which it was able 
to purchase. In 1940 dollars, on this basis, the 
average salary paid teachers in 1942-43 was 
only $1215. This means that measured by 
purchasing power, the average salary of teach- 
ers was reduced by about 16 percent, rather 
than raised 11 percent, between 1939-40 and 
1942-43. Taking these computations forward 
to 1944-45 will show that the apparent in- 
crease of 24 percent from 1939-40 to 1944-45 
in the average salary of teachers meant an 
actual loss of about 7 percent in purchasing 
power. 

As a result, in spite of the increase in the 
number of dollars spent, the average salary of 
teachers was still too low in 1942-43, and even 
in 1944-45, to obtain the same quality of teach- 
ing service as was available at a smaller figure 
before the war. It is estimated that by the end 
of the school year 1943-44, over 200,000 teach- 
ers had left the service since Pearl Harbor— 
about two-thirds of them for military service or 


7 Exclusive of government employees. Denison, Edward F. ‘Revised Estimates of Wages and Salaries in the National Income, 


1929-1943.”" Survey of Current Business 25: 17-24; June 1945. 


® National Education Association, Research Division. Cost of Living Trends—Their Meaning for Teachers Washington, D. C.: 
the Association, February 1945. p. 16-17. According to the index of cost of living in large cities published by the U. S. Depart- 
ment of Labor, Bureau of Labor Statistics, the cost of living increased over 23 percent between 1940 and 1945. On the basis of 
figures recently released by the Office of Price Administration using the BLS index with an adjustment for school term, the average 
teacher’s salary in 1942-43 was worth $1323 in terms of 1940 values. 
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FIGURE III 
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better-paid positions in war industries and the 
other one-third for marriage, retirement, or 
other reasons. These teachers have had to be 
replaced by persons with lower professional 
qualifications. Due to the scarcity of adequately 
certified teachers, it was necessary to fill an esti- 
mated 80,000 teaching positions in 1944-45 
with teachers who held emergency certificates 
only. Emergency certificates are certificates 
issued temporarily to persons who are unable 
to meet the standards for regular teaching 
appointments. Similar impairment of quality 
has occurred in some other parts of the school 
program financed by current expenditures. 
Thus current expenditures which are ac- 
tually a little higher in number of dollars are 
providing schools of a quality that is lower than 
that obtained with a less expenditure in the 
years just before the war. The reduction in 
quality is an added cost that is paid just as 


* Estimate by the NEA Research Division. 


Res. Div., Not. Ed. Assn. 


surely as if the number of dollars needed to 
finance a program equal in every way to that 
of 1939-40 were expended. This would re- 
quire an expenditure in 1944-45 of almost 3 
billion dollars. Furthermore, due to the defer- 
ment of capital outlays many children are now 
attending school in buildings that are over- 
crowded, inadequately lighted and heated, and 
seriously in need of repairs. More money wil! 
have to be spent in the years ahead to lift the 
quality of the school program to the prewar 
level and even. higher, if the schools are to be 
allowed to function with maximum effective- 
ness in the postwar world. 

School expenditures rose steeply after the 
Civil War and again after the close of World 
War I. In view of prospective educational 
needs and the present level of school expendi- 
tures, it seems probable that history wil! again 
repeat itself in the next few years. 
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Postwar School Costs 


How much will it cost to finance a satisfac- 
tory program of elementary and secondary edu- 
cation thruout the nation? Several estimates 
are available to help answer this question. 

One of the earliest of these estimates, com- 
piled by the Educational Policies Commission 
in 1939,?° placed at 3.99 billion dollars the 
amount required to provide a minimum of ten 
years of schooling for all children and bring the 
median number of years of school attendance 
up to fourteen. This figure also includes sums 
for raising financially weak schools up to a 
reasonable minimum level of efficiency and for 
providing textbooks and other school supplies, 
as well as certain “necessities of life” free of 
charge to children from families of low-income 
status. 

Strictly speaking, this estimate appeared too 
early to be considered as an estimate of post- 
war costs as distinguished from prewar costs. 
It represents the conclusions of the investi- 
gators as to the cost of providing an adequate 
school program in all parts of the nation as 
distinguished from the existing program which 
was inadequate and undersupported in many 
areas. The figure proposed would not provide 
for bringing all of the poorest schools up to the 
average level of support which existed, even in 
1939. Arrived at before the entry of the United 
States into the war, this estimate does not take 
account of changes in educational needs that 
are likely to have been brought about by the 
war. The later estimates of postwar school 
costs do not take full account of this factor 
either. It is probably still too early to do so. 

The National Resources Planning Board 
estimated in 1943 that 3.9 billion dollars would 
be needed annually for the current expense of 
a justifiable minimum educational program of 
elementary and secondary education in the 
postwar period and allowed for an additional 
annual expenditure of 1.9 billion dollars for 
capital outlays during the first five postwar 
years."* Total current and capital expenditures 
would thus average 5.8 billion dollars. 


In 1942 a statement prepared for the U. S. 
Office of Education indicated that 5 billion dol- 
lars annually in current expenses would be re- 
quired for the support of a program which 
would adequately meet the public elementary, 
secondary, and higher educational needs of the 
nation as compared with an actual expenditure 
in 1939-40 of 2.7 billion dollars, about 87 per- 
cent of which was for elementary and second- 
ary schools. A like percent of the estimated 5 
billion dollars would be about 4.4 billion dol- 
lars.'* In addition it was estimated that an- 
other 5 billion dollars was needed to be spent 
for school building construction and repair over 
a term of years. In a recent study of postwar 
fiscal requirements the Brookings Institution 
estimated that probable expenditures for public 
day schools would be just under 3 billion dol- 
lars in 1949. This estimate is expressed in 
dollars of 1940 purchasing power. It differs 
from other estimates in that it is a prediction 
of actual, rather than needed, expenditures in 
a postwar year, but it is unjustifiably low."* 

The Research Division’s own estimate ** 
places at 4.6 billion dollars (of 1940 purchas- 
ing power) the annual cost of a postwar pro- 
gram of public education for children between 
the ages of three and nineteen. Limited to chil- 
dren from three to seventeen years of age, the 
same program would cost a little more than 4 
billion dollars. These figures would provide an 
average annual salary for teachers of $2500, a 
reduction in the teacher-pupil ratio, and in- 
creased expenditures for the expansion of serv- 
ices such as transportation and other items of 
the educational budget. In addition it was esti- 
mated that the accumulated need for expendi- 
tures to replace outworn school buildings, con- 
solidate small schools, and provide adequate 
school equipment would have reached 7 bil- 
lion dollars in 1945. The expenditure of this 
amount over a ten-year period, together with 
an amount allowed for meeting current school 
building needs would require an ayerage an- 
nual expenditure of about 1.3 billion dollars. 
For both current expenses and capital outlays 


3 National Education Association and American Association of School Administrators, Educational Policies Commission. 
Education and Economic Well-Being in American Democracy. Washington, D. C.: the Commission, 1940. p. 173-85. 

11 National Resources Planning Board. National Resources Development Report for 1943: Part I. Post-War Plan and Program. 
Washington, D. C.: Superintendent of Documents, Government Printing Office, 1943. p. 73. This estimate probably includes an 
allowance for the postwar cost of private elementary and secondary education which in 1939-40 was a little less than 9 percent 
of total elementary- and secondary-school costs, including current expenditures and capital outlays. 

19 Fowlkes, John G. Planning Schools for Tomorrow: The Issues Involved. U. S. Office of Education, Federal Security 

, Leaflet No, 64. Washirgton, D. C.: Superintendent of Documents, Government Printing Office, 1942. 26 p. 
% Kimmel, Lewis H. Postwar Fiscal Requirements. Washington, D. C.: Brookings Institution, 1945. p. 87. 
14 National Education Association, Research Division. “Proposals for Public Education in Postwar America.” Research 


Bulletin 22: 37-80; April 1944. 
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an average annual expenditure of between 5.5 
and 6 billion dollars would be required until 
about 1955. 

The above estimates were intended, by those 
who compiled them, to be of help in planning 
the public schools of the future. With the 
exception of that made by the Brookings Insti- 
tution they are not predictions of actual post- 
war expenditures for public elementary and 
secondary schools. Instead they represent the 
conclusions of various groups as to the amount 
that would have to be spent to make an ade- 
quate level of educational opportunity uni- 
versally free to the children of the nation. 


Changes in Price Level Would Affect the 
Size of Estimates 


The above estimates range from just under 
3 billion dollars to approximately 6 billion dol- 
lars annually, including both current expenses 
and capital outlays. They would exceed 1942- 
43 school expenditures by amounts ranging 
from .5 to 3.5 billion dollars. 

Three of the estimates, those of the Brook- 
ings Institution, the National Resources Plan- 
ning Board, and the NEA Research Division, 
are in terms of dollars valued on the basis of 
the price level of the year 1940. No statement 
is made concerning the price levels upon which 
the other two estimates were based. We can 
probably assume, therefore, that each of these 
estimates is expressed in dollars of the year in 
which the estimate was compiled—that is dol- 


lars of 1939 in the case of the estimate of the 
Educational Policies Commission, and dollars 
of 1942 in the case of the estimate by the U. S. 
Office of Education. Translating these esti- 
mates to 1940 dollars would raise the former 
to more than 4 billion dollars and reduce the 
latter to about 4.5 billion dollars, including 
current expense and capital outlays. 

Since as the price level rises, the purchasing 
value of the dollar declines, each of the post- 
war school programs whose cost was originally 
estimated in dollars of 1939, 1940, or 1942 
would cost more in dollars of 1943 and still 
more if they were paid for in dollars of 1945. 
Prices may rise still further during postwar 
years, or they may decline somewhat, but it is 
highly improbable that they will return to their 
1940 level. We can expect, therefore, that the 
cost of the educational programs suggested for 
postwar America will be even higher than the 
amounts of the above estimates if we maintain 
a condition of national prosperity. 

As a matter of fact the mere proposal to sup- 
port elementary and secondary schools in post- 
war years at the level of any of the above esti- 
mates presupposes the existence of relatively 
high prosperity. To produce revenues of the 
amounts proposed for schools and a correspond- 
ing level of support for other governmental ac- 
tivities would make it absolutely necessary to 
maintain a condition of reasonably full em- 
ployment and a national income that is sub- 
stantially above the prewar level. 


III. The Share of the Schools in the National Income 


To live well a nation, like an individual, 
must have an adequate income. An important 
part of national good living is good schooling. 
Furthermore, high standards of educating re- 
sult in high standards of living. Good schools 
pay for themselves by contributing extra incre- 
ments to the national income—a point that will 
be elaberated later in this bulletin.! The kind 
of education that is offered to the children of 
the United States and the kind of living ex- 
perienced by the American people are both de- 
pendent not only on the size of the national in- 
come but upon the percent of the national in- 
come devoted to the support of the public 
schools. 


*See Section VI. 


Meaning of National Income 


Perhaps the most easily understood defini- 
tion of the national income states that it is “the 
return to the people for the work they do and 
the productive use of the property, or capital 
which they own.” Actually this return is in the 
form of goods produced and services rendered, 
but it is usually measured in terms of the dollar 
value of such goods and services produced dur- 
ing a specified period, as a year. Expressed in 
dollars it includes wages and salaries; the net 
income of self-employed persons such as farm 
owners, merchants, and persons engaged in 


professional practice; and interests, rents, 
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royalties, dividends, the undistributed profits 
of corporations, and social security credits. In- 
cluded also is the estimated value of certain 
forms of “imputed” or “noncash’”’ income, as, 
for instance, the value of foodstuffs raised and 
consumed directly on the farm. Money paid 
out as loans, relief payments, and capital gains 
from the sale of property is omitted since these 
sums are considered to be transfers of income 
merely, rather than additions to income result- 
ing from productive activity. 

Two other estimated values closely related 
to the national income, and often confused with 
it, are the “gross national product” and “total 
income payments to individuals.” * The former 
differs from estimated national income chiefly 
by the addition of business taxes and charges 
for depreciation and depletion of physical 
property. The latter contains certain sums, 
such as loans and relief payments which are not 
true additions to income, and omits certain 
other sums, such as undistributed corporate 
profits and social security credits, which are a 
part of the national income altho not actually 
paid to individuals in the period specified. The 
figure for estimated national income has been 
selected for use in this bulletin as best repre- 
senting the ability of the nation to support its 
schools. Occasional reference is made to the 
national product, however, and to the use in 
other publications of estimates and forecasts of 
the national product. 


Schools’ Share of National Income Is Small 


We have comparable estimates of the na- 
tional income, compiled by the U. S. Depart- 
ment of Commerce, for all years from 1929 
thru 1944. In 1929, according to these esti- 
mates, the national income stood at 83 billion 
dollars. In 1944 it had reached almost 161 bil- 
lion dollars. The period between these two 
years was one of violent “ups and downs.” 
From its 1929 level, until then the highest in 
its history, the national income fell headlong, in 
the space of three years, to 40 billion dollars in 
1932, then recovered slowly to average just 
under 78 billion dollars in 1940. It did not 
regain its former height until 1941. Impelled 
by war production, the national income surged 
upward in 1941 and succeeding years, and by 
1944 it had more than doubled its 1940 
amount. 


® For a complete description of these estimates, see Gilbert, Milton, and Bangs, R. B 


Out of the national income are paid all of 
the amounts spent by the American people, 
whether individually or collectively, for war or 
for peace, for fripperies or for the necessities of 
life. The schools’ share of the national income 
has always been inadequate to provide for vital 
educational needs. In only one year following 
1929 did this share rise above 5 percent. That 
was not in a year of high prosperity, but in the 
depression year of 1932, when school expendi- 
tures were low but not shrinking at the same 
rate as the national income. By 1934 the per- 
cent of the national income used for public 
schools had dropped to about 3.5 percent. From 
then on thru 1940 it hovered between 3.0 and 
3.5 percent, then dropped swiftly in the follow- 
ing years to about 1.5 percent in 1943. It seems 
improbable that this percent was higher in 
1944, even tho we allow for a moderate in- 
crease in school expenditures within the year. 
See Figure IV. 

It may be argued that the nation could not 
well afford to spend as much as 5.4 percent of 
its income for the financing of schools in the 
depression year of 1932. There are probably as 
many persons who would say that the nation 
could not well have afforded to spend less for 
schools in 1932 than was actually spent. In 
1934 ‘and the years immediately following, 
when school expenditures were actually re- 
duced below the 1932 level, the schools were 
in a deplorable condition. Many schools closed 
their doors because of lack of funds, teachers 
went unpaid, and school terms were curtailed. 
The American people have established a mag- 
nificent record of production in World War 
II. They have trained and put into action a 
splendid army. But who can tell whether the 
cost of the war in lives and money might have 
been reduced if all children had enjoyed full 
educational opportunities during the depression 
years! 

The share of the schools in the national in- 
come in 1943, and probably in 1944 as well, 
was smaller than for any other year since 1929, 
It must be remembered, however, that between 
1940 and 1944 the percent of the gross national 
product represented by war production in- 
creased from 3 to 43 percent. Related to na- 
tional income the increase was even greater— 
from about 3.5 percent to 53.7 percent. Even 
so, the residue of the national product or the 


“Preliminary Estimates of Gross 


National Product, 1929-1941." Swvey of Current Business 22: 9-13, May 1942; and Mayer, Joseph. Postwar National Income: 


Its Probable Magnitude, Pamphlet No. 55 


Washington, D. C.: Brookings Institution, 1944. p 
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national income, after meeting the demands of 
war production in 1944, was not much smaller 
than the total combined amount of production 
for both civilian and war purposes in 1940. 
The above percents, it is true, do not fully 
represent the demands of war upon national 
production. Some production for purposes 
classified as nonwar purposes is almost as essen- 
tial to the war effort as the production of tanks 
and guns and has had to be expanded far in 
excess of peacetime needs. This means that pro- 
duction along some other lines has had to be 
curtailed sharply. Nevertheless, as will be seen 
in later sections of this bulletin, certain types of 
civilian expenditures that are no more essential 





than school expenditures have done much 
better than school expenditures in maintaining 
their proportions of the national income thru- 
out the war period. 


High Postwar Income Will Be Needed 


The country cannot risk the dangers of a 
period of severe unemployment. To make jobs 
available to all who need them we must plan to 
maintain a higher than prewar level of produc- 
tion. There is general agreement on this point. 
Opinions seem to differ, however, with respect 
to how high this level of production should be, 
in terms of the amount of national income 
which it would provide. 


FIGURE IV 


PERCENT OF NATIONAL INCOME SPENT FOR PUBLIC 
ELEMENTARY AND SECONDARY SCHOOLS, 1929-1944 
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Published estimates of postwar national in- 
come are numerous and vary widely. A de- 
scription of all of these estimates cannot be 
undertaken here. A few are listed below. 


Estimates of Postwar National Income 


H. A. Wallace $130,000,000,000* 
W. L. Willkie 120,000,000,000° 
(as a minimum) 
140,000,000,000° 
178,000,000,000¢ 
(national product) 
140,000,000,000° 


B. Rum] and H. C. Sonne 
Woytinsky, W. S. 


Committee for Economic 
Development 

Joseph Mayer 

A. H. Hansen and H. S&S. 


123,000,000,000° 
135,000,000,000° 


Perloff 

National Planning 148,000,000,000" 
Association 

Twin Cities Research 120,000,000,000' 
Bureau 


S. Morris Livingston 165,000,000,000! 


There are several reasons for the wide varia- 
tion in these estimates. Some of them are pre- 
dictions of the actual amount of postwar na- 
tional income; others are merely estimates of 
the level of national income that we must try 
to maintain in order to provide for reasonably 
full postwar employment—usually defined as 
the employment of 55 to 60 million workers. 
Also, the dollar values in terms of which the 
estimates are expressed are based on different 
price levels existing in different years. Most of 
the estimates pertain to the amount of income 
that will exist in a year (sometimes specified, 
sometimes not) in which the national economic 
system has become stabilized after postwar re- 
conversion to peacetime production, but there 
is a lack of agreement as to how soon such a 
stabilized condition will be reached. 


Schools’ Share of National Income 
Is Too Low 


A prediction of the NEA Research Division 


that the public schools of America would need 


* New York Times. January 16, 1944. p. 44. 
> New York Times. February 3, 1944. p. 14. 


a total of between 5.5 and 6 billion dollars 
annually for a ten-year period in order to func- 
tion most effectively after the war was quoted 
in Section II of this bulletin. Even on the 
basis of the highest of the above estimates of 
postwar national income, the present 1.5 per- 
cent of such income devoted to the support of 
the public schools would be insufficient to pro- 
duce this needed sum. 

It is almost certain that the national income 
will show some decline, at least temporarily, as 
a result of the withdrawal from war produc- 
tion. To assume that production will later re- 
gain its present wartime level would probably 
be unsafe. If we assume conservatively that the 
national income of 1947 or 1948 will hover 
around 120 billion dollars in terms of 1940 
prices, 5 percent of that income would have 
to be used for schools in order to produce 6 
billion dollars of school revenue. This part of 
the postwar national income would be no 
higher proportionately than that made avail- 
able to the schools in the depression year of 
1932. Five percent of a national income of 120 
billion dollars would provide for a better sys- 
tem of elementary and secondary education 
than the nation has ever known. It would en- 
tail a much smaller sacrifice on the part of the 
taxpayers than was involved in the provision 
of 5 percent of the national income of 40 
billion dollars for the pitifully undersupported 
schools of 1932. On the basis of the above as- 
sumption, if the postwar price level is higher 
than that of 1940, as it undoubtedly will be, 
then the national income and the amount re- 
quired to support an adequate school program 
will also be higher. For instance, a national 
income of 120 billion dollars at 1940 prices 
would equal almost 140 billion dollars at 1942 
prices. Five percent of a national income of 
almost 140 billion dollars would provide for 


© National Planning Association. Fiscal and Monetary Policy. Planning Pamphlets, No. 35. Washington, D. C.: the Asso- 


ciation, July 1944. 42 p. 
4a 


Woytinsky, W. S. Economic Perspectives, 1943-48. U.S, Federal Security Agency, Social Security Board, Bureau of Re- 
search and Statistics, Memorandum No. 52. Washington, D. C.: the Board, October 1943. (Planographed) p. 75. 
© Committee for Economic Development. A Postwar Federal Tax Plan for High Employment, New York: the Committee, 


1944, p. 28. 


£ Mayer, Joseph. Postwar National Income: Its Probable Magnitude. Pamphlet No. 55. Washington, D. C.: Brookings 


Institution, 1944. 34 p. 


© Hansen, A. H., and Perloff, H. S. Stote and Local Finance in the National Economy. New York: W. W. Norton and Co., 


1944. p. 260-62. 


» National Planning Association. National Budgets for Full Employment. Planning Pamphlets, Nos. 43, 44. Washington, 


D. C.: the Association, 1945. 96 p. 


1 Twin Cities Research Bureau. Postwar Taxes, St. Paul, Minn., June 1944. P. 10. 
1U. S. 78th Congress. Senate Document No. 40. Markets After the War. Washington, D. C.: Superintendent of Documents, 


Government Printing Office, 1943. p. 1, 3. 
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school expenditures of almost 7 billion dol- 
lars. It is fair to say that the American people 
in a prosperous postwar year could afford to 


devote 5 percent of their national income at 
any expected price level to the support of pub- 
lic elementary and secondary schools. 


IV. The Growth of Public Expenditures 


The growth of public-school expenditures, 
noted in Section II of this bulletin, was only a 
part of the growth of total expenditures for all 
public purposes. This increase in total public 
expenditures has not been just a wartime trend. 


Prewar and Wartime Rise in 
Total Public Expenditures 


Federal, state, and local governments, all to- 
gether, spent 3 billion dollars in 1914 and 18 
billion dollars in the prewar year of 1940. 
Thvs, in the quarter century between the be- 
ginning of World War I and the last full year 
before the entry of the United States into 
World War IT, the total cost of government 
was multiplied six times. Of course, after 1940, 
as a direct result of the costs of war, govern- 
ment expenditures increased much more rap- 
idly than before. Total expenditures of all 
units of government in the United States ex- 
ceeded 87 billion dollars in 1943, and probably 
reached 100 billion dollars in 1944. At least a 
part of this increase was temporary. 


Government Costs Have Increased Faster 
Than National Income 


Even before the war the cost of government 
increased faster than the national income. 
Total public expenditures took less than 14 
percent of the national income in 1929 and 
over 23 percent in 1940. This is in contrast to 
the decline in the proportionate share in the 
national income of public elementary and 
secondary schools mentioned in the preceding 
section of this bulletin. The schools’ share was 
lower in 1940 than in any previous year since 
1929. It was still lower in the year 1944 when 
considerably more than half of the national 
income was spent by federal, state, and local 
governments for all public purposes. See Fig- 
ure V. 


Government Costs Rise in Times of Crisis 


While not traceable solely to the effects of 


war, the growth of public expenditures seems . 


to receive its greatest impetus in times of na- 


tional crisis. After having risen to meet emer- 
gency needs, government costs do not then de- 
cline to their former level. Instead they tend 
to stabilize at a level somewhat below the high 
point of emergency spending but well above the 
preemergency level from which they arose. To 
illustrate, the combined expenditures of fed 
eral, state, and local governments in the 
United States rose from 3 billion dollars to 16 
billion dollars during the First World War, 
dropped to 8.5 billions in 1923, and then rose 
slowly to exceed 11 billion dollars in 1930. In 
the next five years, which included the great 
depression, they increased on the average by 
about a billion dollars annually and rose to 
more than 17 billion dollars in 1935; they 
then tended to stabilize on a level between 15.5 
and 16.5 billion dollars until 1940 when a new 
rise began, stimulated by the costs of the na- 
tional defense program. Both war and depres- 
sion have stimulated the rise in total govern- 
ment costs, whereas they have acted as an in- 
terruption to the upward trend of school costs. 


Federal Expenditures Show Greatest Increase 


The rise in the expenditures of the various 
units of government has not been uniform. 
Federal government operations have most in 
fluenced the rising trend of total public ex- 
penditures described above. Starting at 709 
million dollars in 1914, federal expenditures 
rose to 18.5 billions during the years of the 
First World War, then declined, and in post- 
war years hovered about a point a little less 
than four times their prewar level. During the 
depression years following 1930 they approxi 
mately trebled, then declined slightly until 
1939, when they again turned upward. War 
costs boosted federal government expenditures 
to 95 billion dollars in 1944, well over one 
hundred times their amount in 1914. 

State expenditures, on the other hand, rose 
more slowly and more steadily from 421 mil- 
lion dollars in 1914 to about 3.6 billion dollars 
in 1940. Influenced by the requirements of the 
federal spending program their rate of increase 
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FIGURE V 


PERCENT OF NATIONAL INCOME SPENT FOR 
ALL GOVERNMENT PURPOSES AND FOR PUBLIC 
ELEMENTARY AND SECONDARY SCHOOLS, 1929-1943 
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was somewhat accelerated during the depres- 
sion years. After 1940 state government ex- 
penditures remained relatively stable at around 
the 3.5 billion dollar level. 

Expenditures of local governments totaled a 
little less than 2 billion dollars in 1914, almost 
three times as much as federal expenditures and 
more than four times as much as state expendi- 
tures in 1914. They increased gradually to 6.5 
billion dollars in 1929, then declined slightly 
and seemed to be stabilized at between 4.5 and 
5.5 billion dollars until 1940. Their trend since 
1940 has been slightly downward. Rising fed- 
eral expenditures did not catch up with local 
government expenditures until 1934. Ten years 
later, in the midst of World War II, expendi- 
tures of the federal government were nineteen 
times as great as the estimated expenditures 
of all local governments, and almost thirty 
times as great as the aggregate expenditures of 
the forty-eight state governments. See Fig- 
ure VI. 


Relation of Educational Costs to Other 
Government Costs 


Direct comparisons are not made in this 
bulletin between the U. S. Office of Educa- 
tion’s figures on expenditures for public ele- 
mentary and secondary schools and total ex- 
penditures for all governmental purposes. The 
National Industrial Conference Board has 
published figures, based on data from the U. S. 
Census Bureau, which show that in one year, 
1941, 10.5 percent of all federal, state, and 
local government expenditures was used for all 
types of public education.’ In the same year 
public welfare expenditures represented over 
12 percent, and highway expenditures just 
under 7 percent of the total. 

The Census Bureau’s figures, however, in- 
clude amounts spent for higher education and 
certain types of special education and libraries, 
as well as for public elementary and secondary 
schools. They omit certain special school ex- 
penditures, such as for school health purposes 
and expenditures for some types of general 
control. Because of the difference in methods 
used by the Office of Education in compiling 
elementary- and secondary-school expenditures 
and those used by the Census Bureau in com- 
piling total government expenditures it seems 
inappropriate to make comparisons between the 


two sets of figures. (See Appendix, Tables 2 
and 4.) Any further comparison between 
school costs and total government costs will, 
therefore, be based on revenues. 


Relation of School Costs to Total 
Tax Collections 


A smaller part of the total tax collections of 
all units of government is being spent for the 
support of the public schools than formerly. 
Eighteen percent of the almost 13 billion dol- 
lars of combined collections of federal, state, 
and local governments was spent in 1940 for 
elementary and secondary schools. Three years 
later, due to the necessity of financing the war, 
total taxes imposed by all units of government 
had increased to almost 30 billion dollars and 
the relation of public-school expenditures to 
this total had fallen to less than 8 percent. 
Even if it had not been for the war, this per- 
cent for 1943 would probably have been lower 
than the corresponding figure for 1940 because, 
ever since the depression of the 1930's, total 
tax revenues of federal, state, and local govern- 
ments have been increasing faster than public- 
school expenditures. In 1930 public-school 
expenditures were 23 percent of the combined 
tax revenues of all units of government; in 
1936 they were about 18.7 percent; in 1938, 
17 percent. See Figure VII. 

In the years 1932 and 1933 (not shown in 
Figure VII) school costs exceeded a fourth of 
total tax revenues. Thruout the preceding 
decade they were 23 percent or more of the 
total. Also in 1914, prior to the First World 
War, elementary- and secondary-school ex- 
penditures were 23.3 percent of the total tax 
revenues of all governments. The ratio of 
school costs to total tax collections fell to 12.5 
percent during the First World War and to 
just above 11 percent in 1920. By the end of 
World War II it is probable that this ratio 
will have fallen to 5 percent. 

Most of the increase in taxes, both before 
and after the outbreak of World War II, oc- 
curred in taxes levied by the federal govern- 
ment. Between the low point of the depression 
in 1933 and the prewar year of 1940, state 
taxes more than doubled, but federal taxes 
almost trebled. While state taxes increased by 
more than a fifth during the war years from 


1 Ellis, Paul W. The World’s Biggest Business: American Public Spending, 1914-1944, New York: National Industrial 


Conference Board, 1944. p. 12. 
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FIGURE VI 


TRENDS IN GOVERNMENT EXPENDITURES, 
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1940 to 1943, there was an eight-fold increase 
in federal taxes. Taxes levied by local govern- 
ments increased much less than either state or 
federal taxes—about 10 percent between 1933 
and 1940, and about 2 percent between 1940 
and 1943, 


Federal and State Governments Are Assuming 
More Responsibility for School Support 


Thus far the federal government has as- 
sumed little responsibility for the support of 
public elementary and secondary schools, con- 
tributing only a little more than 34 million 
dollars for this purpose in 1942.” 

There are some signs that a redistribution of 
the responsibility for educational support 
among the various governmental units is grad- 
ually taking place. Public elementary and 
secondary schools received from the federal 
government 1.2 percent of their revenue in 
1934 and 1.7 percent in 1940, as compared 
with 0.3 percent in 1920 and 0.4 percent in 


2 Exclusive of federal emergency funds for defense and 


1930. The percent of public elementary- and 
secondary-school revenues contributed by the 
state governments almost doubled between 
1920 and 1942, rising from 16.5 percent in the 
earlier year to 16.9 percent in 1930, 23.4 pe: 
cent in 1934, 29.5 percent in 1938, and 31.5 
percent in 1942. On the other hand the share 
contributed by local governments has declined 
steadily from 83.2 percent in 1920 to 60.9 pe: 
cent in 1942.* 

Practically all of public-school funds in 
prewar years were derived from state and loca! 
tax sources. In 1914 public elementary- and 
secondary-school expenditures equalled 32 pe: 
cent of the combined tax revenues of state and 
local governments; in 1920, 30 percent; in 
1934, 29 per cent; and in 1943, 27 percent. 
The reduction in the percent of state and loca! 
revenues used for schools is not a result of a 
decline in the ability of state and local gov- 
ernments to support their schools. The finan 
cial condition of state treasuries, in particular, 


war training in the secondary schools and aid to war-affecte: 


localities. For the amount of funds authorized or expended for this purpose, see U. S. Office of Education, Federal Security 
Agency, “Statistical Summary of Education, 1941-42." Biennial Survey of Education, 1940-42. Vol. 1, Chapter II. p. 33, 3¢ 
*U. S. Office of Education, idid., Vol. II, Chapter III, p. 22. 


FIGURE VII 


PERCENT OF TOTAL TAX COLLECTIONS SPENT ON PUBLIC 
ELEMENTARY AND SECONDARY SCHOOLS, I9/4-1943 
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has improved as a result of the boom in wa: 
production, altho this improvement is not 
equally characteristic of all states and may 
prove to be of short duration. 


Postwar Public Expenditures 

What do the above figures and trends signif) 
for the future of public expenditures, including 
school expenditures, in the United States? A 
recent study contains the statement that, on the 
basis of our experience after World War I, we 
might expect all federal, state, and local gov- 
ernments together to spend a total of 47 bil- 
lion dollars in a normal postwar year.* Past 
experience cannot be relied on as a sole basis 
of predicting future fiscal trends. It has taught 
us, however, that public expenditures after ris- 
ing in response to the needs of a national emer- 
gency, seldom, if ever, return to their pre- 
emergency level. 

A number of estimates of the level of post 
war public spending are available from reliable 
sources.® Some of these, as in the case of post 
war national income, and postwar school ex 
penditures, are estimates of amounts that 
would be needed to attain certain desirable 
social objectives rather than estimates of 
amounts that will actually be available in post- 
war years. Some of these estimates apply to 
federal postwar expenditures only. In general, 
there is rather substantial agreement between 
the various estimates of federal expenditures. 
Most of them come within a range of from 18 
billion dollars to 25 billion dollars in prices of 
specified years. 

One very recent study which seeks to predict 
the actual level of postwar public spending 
places the total of public spending in the fiscal 
vear 1949 at 33.5 billion dollars based on 1942 
purchasing power.® This estimate is also based 
on the assumption of a national income of 130 
billion dollars in 1949. Of the total of 33.5 
billion dollars it is estimated that the federal 
government would spend 22.3 billion dollars, 
while the state would spend 4.4 billion dollars, 
and local governments 6.8 billions. 

The same study would place total spending 
by all units of government for the public 


* Ellis, Paul W., op. cit., p. 3 
5Ruml, B., and Sonne, H. C. Fiscal and Monetary Policy. Planning Pamphlets, No 


schools at 3 billion dollars. This is the lowest 
of the estimates mentioned in Section II of this 
bulletin. An expenditure for public schools of 
3 billion dollars would constitute only 9 per- 
cent of total public expenditures for all pur- 
poses of 33.5 billion dollars. An expenditure of 
5.5 or 6 billion dollars at 1940 prices such as 
that suggested on the top of page 68 would 
equal about 6.5 or 7 billion dollars at 1942 
prices and would constitute 19 or 20 percent 
of total public expenditures of 33.5. billion 
dollars. 


Federal and State Participation in the 
Support of Schools Will Increase 


It is probable that federal expenditures for 
public education will have t 


) increase. Senti- 
ment in favor of federal aid to equalize educa- 
tional opportunity thruout the nation has been 
gaining ground in recent years. The late Presi 
dent Roosevelt in his message to the White 
House Conference on Rural Education in 
1945 approved the principle of federal aid to 
the states for educational equalization 

The upward trend in the percent of total 
school revenues contributed by state govern 
ments is probably an indication state expendi 
tures for education will continue to increase 
in postwar years. The already heavy burden 
placed by government costs upon local taxes 
argues for increased federal and state aid 
if governmental functions are to continue to 
expand. 


School Expenditures Are Productive 

Expenditures for other functions than public 
education can also be expected to increase in 
the next few years. For instance, a sizeable 
backlog of public works projects, particularly 
for the construction and maintenance of high 
ways has been built up during the war years. 
The Federal Aid Highway Act of 1944 au- 
thorizes the expenditure of 500 million dollars 
for highways in each of the first three postwar 
years. All government expenditures for high 
yays are certain to be larger in the future than 
they were before the war. On the other hand, 
if we succeed in achieving postwar prosperity, 


Washington, D. C.: National 


Planning Association, July 1944. p. 38; Committee for Economic Development. A Postwar Fede Tax Plan for High Employ 
ment. New York: the Committee, 1944. p. 28; Hansen, A and Perloff, H. S. State and Local Finap in the National 
Economy. New York: W. W. Norton and Co., 1944, p, 228-29; National Planning Association. National Budgets for Full 


Employment. Planning Pamphlets, Nos. 43 and 44. Washington, D. C.: the Association, 1945 p. 34-50 


Twin Cities 


Research Bureau. Postwar Taxes. St. Paul, Minn.: the Bureau, July 1944. p. 9; Pierson, John H. G. Fiscal Policy for Full 


Employment. Planning Pamphlets, No. 45. Washington, D. 


® Kimmel, Lewis W. Postwar Fiscal Requirements. Washington, D. C 


National P’anning Association, May 1945. p. 50 
Brookings Institution, 1945. p. 5 
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relief expenditures by all units of government 
should decline. 

Expenditures for highway projects actually 
needed create new wealth and add to the na- 
tional income. Educational expenditures also 
have the effect of increasing the national in- 


come. Relief expenditures, however, while 
necessary in times of economic depression as a 
means of relieving unemployment are unpro- 
ductive and represent merely a transfer of in- 
come from the taxpayers to the recipients of the 
relief payments. 


V. The Schools and Consumer Spending 


Within any given period the amount of the 
national income is equal to the total of all 
spending both public and private. Money de- 
rived from taxes and used for schools and 
other government services is an important 
component of this total. From the viewpoint 
of the individual consumer, however, the more 
he pays out in taxes the less is available for his 
private spending. The national income is not 
a fixed amount, however. It is constantly 
changing, either expanding or shrinking; and 
spending for needed goods and services, 
whether public or private, creates income. The 
level of consumer spending is an important 
factor in determining the amount of the na- 
tional income. The level and distribution of 
consumer spending, therefore, are also matters 
of primary importance to the financing of the 
public schools. 

A striking illustration of the expansibility of 
the national income has been seen in the financ- 
ing of the war. In 1941 it was believed that 
production for war, alone, would impose a 
serious strain upon our national capacity to 
turn out goods and services, and that civilian 
spending, as a result, would have to give way 
in large measure to government spending for 
war purposes. Instead, war spending was super- 
imposed upon civilian spending but did not re- 
place it to any great extent. In response to the 
demand for more goods and services for both 
the war and the home fronts the gross national 
product increased to almost 188 billion dollars 
in 1943 and almost 199 billion dollars in 1944. 
See Figure VIII. 

As a report from the U. S. Department of 
Commerce puts it: 


It is clear that even at the peak of our war effort 
consumers were able to satisfy most of their wants. 
Indeed, except. for the few rationed items, con- 
sumers steadily increased their purchases of goods 
and services. Shortages appeared . . . which re- 
sulted in inconveniences but no hardships.’ 


1U. S. 
penditures.”” Survey of Current Business 24: 2, 4; 


War expenditures by the government took 
43 percent of the gross national product in 
1944, and the combined nonwar expenditures 
of federal, state, and local governments re- 
quired another 7 percent. Still there remained 
an amount available for private use which was 
greater than the total national production for 
all purposes in 1939. Practically all of this 
remainder was accounted for by consumer ex- 
penditures which represented 49 percent of the 
gross national product. Business spending? 
took less than 1 percent of the total. 


Rise of Consumer Expenditures 


Total consumer expenditures increased by 
more than half (58.1 percent), or from 62 bil- 
lion dollars to 96 billion dollars between 1939 
and 1944, A part of this increase was the re- 
sult of the rise in prices which took place dur- 
ing the war years. Thruout the whole five- 
year period between 1939 and 1944, consider- 
ably more than half of the increase in consumer 
spending was due to this factor. Something less 
than half of the increase in dollar expenditures 
by consumers between 1939 and 1944, there- 
fore, represented an increase in the actual quan- 
tity of goods and services purchased. 


Greatest Rise Was in Expenditures for 
Nondurable Goods 


The rise in consumer spending between 1939 
and 1944 did not take place at the same rate in 
all types of purchases. Purchases of durable 
consumers’ goods increased from less than 6.5 
billion dollars to over 9 billion dollars between 
1939 and 1941, then declined between 1941 
and 1944 to approximately their 1939 level. 
Expenditures for services rose by more than a 
third, from less than 22 billion dollars in 1939 
to 30 billion dollars in 1944. Purchases of 


t of Commerce, Bureau of Foreign and Domestic Commerce. “The Business Situation—Consumer Ex- 
December 1944 


* Classified by the National Income Unit of the Department of Commerce as “private capital formation.’ Includes private 
construction. 


expenditures for residential 
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FIGURE VIII 


PART OF GROSS NATIONAL PRODUCT USED FOR 
WAR PURPOSES, ALL NON-WAR PURPOSES, 


AND FOR PUBLIC SCHOOLS, 
1939 AND 1943 


GROSS WAR EXPENDITURES PUBLIC ELE- 
NATIONAL EXPENDITURES FOR ALL NON- MENTARY AND 
PRODUCT WAR PURPOSES SECONDARY 

SCHOOL EX- 
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Source: U.S. Department of Commerce, Bureau of Foreign artd Domestic Commerce. "The Economy in the Third Yeor of 
Wor.” Survey of Current Business 25:3,5; February 1945. Blose, David T. Statistics of State School Systems ,!942-43 
Washington, 0.C.: U.S. Office of Education , Federal Security Agency , 1944. 4 p.Planographed) Res. Div, Not. Ed. Assn 
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FIGURE Ix 


CONSUMER EXPENDITURES FOR GOODS AND SERVICES, 
I939—1944 
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nondurable goods accounted for most of the 
rise in consumers’ expenditures. Expenditures 
of this type approximately doubled, rising from 
32.6 to 59 billion dollars between 1939 and 
1944. When the current dollar expenditures 
for 1944 are adjusted for the rise in prices, it 
is clear that purchases of nondurable goods 
account for practically all of the increase dur- 
ing the war period in the quantity of goods and 
services consumed. Expenditures for services 
rose only slightly more than the increase in the 
cost of living. The quantity of durable goods 
purchased by consumers in 1944 was more than 
a third less than in 1939. See Figure IX. 


Most of Increase in Consumer Spending Was 
for Food and Clothing 


Details of expenditures, classified by the 
types of consumer goods and services pur- 
chased, are available from the Department of 
Commerce for all years from 1929 thru 1942, 
and in the case of the major commodity group 
totals thru 1943.° Because they represent the 
value of goods and services going to consumers, 
whether or not actually purchased directly by 
consumers, this series of figures is called “con- 
sumption expenditures,” rather than 
sumer expenditures.” See Figure X. 

Expenditures for most goods and services de- 
clined steeply during the depression years be- 
tween 1929 and 1933, and in 1939 they still, 
in many cases, had not regained their prede- 
pression levels. The accelerated rise in spend- 
ing, which began in 1939 as a result of the 
impact of the defense production program, 
started, therefore, from a relatively low level. 

Expenditures for food rose more than 74 
percent between 1939 and 1943. Food expendi- 
tures, as set up by the Bureau of Foreign and 
Domestic Commerce, also include expendi- 
tures for alcoholic beverages and tobacco prod- 
ucts. Expenditures for food, exclusive of to- 
bacco and alcoholic beverages, increased by 
slightly more than 55 percent between 1939 
and 1942. A detailed breakdown of food ex- 
penditures is not available for any year later 
than 1942, but between 1939 and 1942 the 
amount spent by consumers for alcoholic bev- 
erages rose from 3.4 billion dollars to 5.2 


“e 
con- 


billion dollars, a rise of more than 51 percent 
and more than twice the amount spent for 
elementary and secondary schools in 1942. If 
purchases of alcoholic beverages maintained 
the same relation to total food purchases in 
1943 as in 1942, their amount in the later year 
must have been around 6 billion dollars or 
equal to the amount estimated in Section II 
to be required for the financing of a satisfac- 
tory postwar school program. This seems prob- 
able, also, on the basis of evidence of the in- 
crease in sales of liquor stores which more 
than doubled between 1941 and 1944.4 

Expenditures for tobacco products also in- 
creased by a little less than a third between 
1939 and 1942. In view of recent military 
demands upon cigarettes and other forms of 
tobacco it seems doubtful that there was a fur- 
ther increase in civilian spending for tobacco 
products in 1943 or 1944. In 1942, however, 
civilians were already spending more for to- 
bacco than they spent for public schools. 

Expenditures for clothing, including ac- 
cessories and jewelry, rose from 8.3 billion 
dollars in 1939 to 12.5 billions in 1942, and 
almost 15 billion dollars in 1943, a gain of 
51 percent and 78 percent, respectively. Sep- 
arately, jewelry, including watches and watch 
repairs, accounted for a rise of 80 percent, from 
390 million dollars to almost 703 million dol- 
lars, between 1939 and 1942. The American 
people spent over 80 percent more in 1943 than 
in 1939 for services in barber and beauty shops, 
and for toilet articles and preparations. While 
expenditures for all of these items were rising 
steadily, the amount spent for the public 
schools declined. Expenditures for other classes 
of goods and services also recorded substantial 
gains, but in all cases less than 50 percent. As 
already stated a part of the rise was the result 
of higher prices. 

In contrast to the rise in most consumer 
expenditures, the amount of purchases of new 
and used automobiles dropped more than 87 
percent from over 1.5 billion dollars in 1939 
to less than .5 billion dollars in 1942. Amounts 
spent for auto parts and accessories and tires 
and tubes fell 28 percent during the same 
period. Oil and gas expenditures fell only about 


8 Shaw, William H. “Consumption Expenditures 1929-43." Survey of Current Business 24; 6-13; June 1944. These expendi- 
ture estimates were prepared as one step in the revision of the component series of the national product estimates. They are 
comparable neither with the national product totals currently published by the Bureau of Foreign and Domestic Commerce nor 
with the figures on consumer expenditures used in the preceding pages of this bulletin. 


¢ Paradiso, Louis J. “Retail Sales and Consumer Incomes.” Survey of Current Business 24: 10; October 1944 
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FIGURE X 


CONSUMPTION EXPENDITURES FOR SELECTED GOODS 
AND SERVICES COMPARED WITH EXPENDITURES 
FOR PUBLIC ELEMENTARY AND SECONDARY SCHOOLS, 
1942 
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4 percent. All of these types of expenditures 
are expected to record sharp gains now that the 
war is over. 


Postwar Consumer Expenditures 


How much will consumers spend in a year 
when the peacetime economy has become sta- 
bilized? The dollar amount of such expendi- 
tures will, of course, depend upon the amount 
of the national income and the price level. It 
is the volume of goods and services purchased 
that really counts, yet this volume must be 
measured in terms of dollars and cents. 


Same Relationship between Income and 
Spending Persisted for Thirty Years 


A recent investigation by the Bureau of 
Foreign and Domestic Commerce disclosed 
that for a period of thirty years prior to the 
war changes in the amount of total consumer 
expenditures bore a strikingly stable relation- 
ship to changes in the amount of the “disposable 
income” ® of individuals. Thruout the thirty 
years between 1910 and 1940, according to the 
Department of Commerce study, “‘an increase 
of 10 billion dollars in disposable income . 
resulted on the average in an increase of 8 
billion dollars in consumer expenditures.” ° 
If this relationship continues in the years after 
the war, an estimated national income of 120 
billion dollars in a stabilized postwar year 
might provide for a disposable income of about 
105 billion dollars and consumer expenditures 
of about 93 billion dollars at 1940 prices. An- 
other recent study predicts, however, that 
from 114 to 118 billion dollars of consumer 
purchasing power will be needed to provide 
for reasonably full employment from a gross 
national product of 170 billion dollars and a 
net national income of 148 billion dollars.’ 

The above cited study by the Department of 
Commerce disclosed another fact which may 
well upset all estimates of postwar consumer 
expenditures.* It showed that while in the 
thirty years from 1910 to 1940 the relation- 
ship between trends of disposable income and 
consumer spending remained the same, a shift 
occurred between the decade 1910-1920 and 
the decade 1920-1930 in the relation of the 


amount of consumer spending and the amount 


of disposable income. After 1920, for the same 
amount of income, consumers spent about 5 
billion dollars more than they spent before 
1920. That is, they saved less in proportion to 
their total incomes after 1920 than formerly. 

Will a similar upward shift in the relation 
of spending to saving occur in these next post- 
war years? The Department of Commerce 
study cites several possible developments which 
might result in such a shift. New products 
may appear for which there will be a general 
popular demand such as the development of 
the automobile and related products and serv- 
ices in the 1920’s. The marketing of existing 
products in cheaper or more attractive form 
might result in a change in the income-spend- 
ing-saving relationship. Government policy 
with respect to social security or taxation 
might also effect such a change. In the absence 
of ewidence that any of these new developments 
will take place in the postwar period, it is 
safer to assume that prewar relationships with 
respect to income and spending and saving 
will continue after the close of World War II. 

Should a shift such as that which occurred 
in the 1920’s again take place, however, it 
would probably, by expanding the market for 
goods and services, tend to ease the problems 
of postwar employment adjustment. 


Benefits of Public and Private Spending 


In order to maintain high levels of produc- 
tion and employment there must be a market 
for the products of industry. For every sale, 
there must be a purchaser and money received 
from the sale of goods, and services must be 
spent again for other goods and services, or 
saved and invested in new production. A high 
level of spending to stimulate production and 
provide jobs for an increased number of work- 
ers is considered to be especially desirable in 
the years after the war. This is true, within 
limits, whether the spending is done by govern- 
ment, by business, or by individual consumers, 
but in this country consumer expenditures 
normally constitute the bulk of total expendi- 
tures. 

Ours is an economy of private enterprise. 
If it is to be preserved as such, government 


5 “Disposable income’ equals income payments to individuals less personal taxes paid to federal, state, and local govern- 
ments. The total of “income payments to individuals” equals the net national income plus certain transfer payments to indi- 
viduals such as relief payments, less the savings of corporations ‘and contributions to social insurance funds. 


© Paradiso, Louis J., op. cit., p. 5-14. 


* National Planning Association. National Budgets for Full Employment. Planning Pamphlets, Nos. 43-44. Washington, 


D. C.: the Association, April 1945. 96 p. 
® Paradiso, Louis J., op. cit. 
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spending should supplement, rather than re- 
place, private spending. 

There are some fields of activity, however, 
in which the primary responsibility for effective 
spending lies with government, rather than 
private enterprise. In these fields adequate 
public expenditures act as a stimulus to the 
economic progress of the nation just as effec- 
tively as do expenditures for consumer goods 
by private individuals. To the extent that pub- 
lic expenditures in these fields are inadequate, 
the national economy will suffer a loss. In the 
forefront of this type of activities is public 
education. The figures on consumer expendi- 
tures cited in the foregoing paragraphs indi- 
cate that even in wartime, the American 
people could have afforded to spend more than 
they actually did spend for public education. 
Expenditures for jewelry, for alcoholic bever- 
ages, for beauty services, toilet articles and 
cosmetics are no more essential to the economic 
welfare of the nation than expenditures for 


books, pencils, school buildings, and the serv- 
ices of teachers and other employees of the 
public schools. Yet these commodities fared 
far better than educational services in main- 
taining their relative position in the national 
economy. 

The adequate support of public education 
and other government activities is dependent 
upon the maintenance of a high national in- 
come, full employment, and the high consumer 
expenditures which are characteristic of an era 
of prosperity. But public expenditures of the 
type spent for education will also aid in pro- 
ducing a high national income and in the 
maintenance of a high degree of prosperity. 
Education, itself, increases the productivity 
of the population and creates a demand for 
the products of industry. Actually the continu- 
ance of a high level of consumer spending is 
itself partly dependent upon the existence of 
an educated citizenry. 


VI. The Need for Adequate School Support 


This bulletin has stated that in the nation 
as a whole the schools have never received a 
large enough share of public funds or of the 
income of the people to enable them to func- 
tion with maximum effectiveness. Studies made 
by the NEA Research Division and others 
have shown repeatedly that this is true. Past 
experience and current predictions of future 
economic trends and levels suggest, however, 
that a substantial increase in the public-school 
budget of the nation can be reasonably ex- 
pected in the years after the war. 

Bearing out the above assertion, facts 
brought out in Sections II-V of this bulletin 
are as follows: 


1. The general long-time trend of public 
elementary- and secondary-school expenditures 
is upward (Section II). Thruout a period of 
seventy years this upward trend was inter- 
rupted only twice prior to World War II; 
once in the depression period following the 
Civil War and once in the depression following 
World War I. School expenditures declined 
in the early years of World War II, but this 
was presumably only another brief interruption 
of the general upward trend. Thruout the three 
years between 1940 and 1943 the total amount 
of the decline was only about 2 percent. We do 


not yet know how much was spent for public 
schools in 1944, but on the basis of our know!l- 
edge concerning recent changes in teachers’ 
salaries, it seems probable that the curve of 
school expenditures again turned upward. 

There is no reason to believe that the curve 
of school expenditures will reverse its direction 
in postwar years. School expenditures rose 
steeply following both the Civil War and 
World War I. In the absence of any indica- 
tions to the contrary, it seems logical to assume 
that the upward trend of school expenditures 
which, with three brief interruptions, has re- 
mained unbroken for seventy years will con- 
tinue. : 

2. Aggregate payments for teachers’ salaries 
increased about 7 percent between 1939-40 
and 1942-43 (Section II). The average annual 
salary of teachers increased 11 percent during 
the same period. This compares with an in- 
crease of almost 65 percent in the average 
annual earnings of factory workers, and an 
increase of 56 percent in the average annual 
earnings of all employees. 

It is estimated that the average salary of 
teachers increased still further, by about 1! 
percent between 1943 and 1945, or almost 24 
percent between 1940 and 1945. Even if this is 
true, the rise in teachers’ salaries still lags 
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behind the rise in the cost of living, and far 
behind the rise in the wages of other occupa 
tional groups. 

3. Estimates of the needed to 
finance a satisfactory system of public elemen 


amount 


tary and secondary education in postwar years 
range from just under 3 billion dollars to 
about 6 billion dollars (Section II). These 
are not predictions of actual postwar school 
expenditures but are rather estimates of the 
amount that the schools will need in postwar 
years to function most effectively. Provision of 
any such sums would have to be the joint 
responsibility of government at all three levels 
—federal, state, and local. The present educa 
tion bill, now before the Congress, would pro- 
vide for only 300 million dollars annually 
from federal sources. This sum added to prob- 
able state and local revenues would still yield 
a total of less than 3 billion dollars. 

4. In only one year has the share of public 
elementary and secondary schools in the na- 
tional income ever exceeded 5 percent (Section 
Ill). That was in the deep depression year 
of 1932 when the schools as well as many other 
public functions were sadly underfinanced. In 
1943 the share of the schools in the national 
income was only about 1.5 percent. 

A high national income will be needed in 
postwar years to provide jobs for a substan 
tially increased labor force. Estimates of the 
amount of net national income needed to pre- 
vent serious unemployment vary from 100 to 
178 billion dollars or more. If we should ac- 
cept a rather conservative estimate of a post- 
war national income of 120 billion dollars at 
1940 prices, a share for the public schools, 
proportionately no larger than that received 
in 1932, would yield in the neighborhood of 
6 billion dollars. A 3 billion dollar expendi- 
ture for schools would require only 2.5 percent 
of a national income of 120 billion dollars. 
Most estimates of postwar net national income 
are higher than 120 billion dollars. 

5. It has become a habit to rail at the high 
cost of government, but government expendi- 
tures aside from war costs, and relief costs 
during the depression years, have not increased 
enormously (Section IV). The rise in total 
government costs, however, has been greater 
than the rise in the national income. The cost 
of war has taken between 40 and 50 percent 
of the national income in the last several years. 

The expenditures for schools have been cur- 


tailed less during the years of World War II 
than those for certain other public functions— 
for instance, highway construction and relief. 
In most prewar years, however, both highway 
expenditures and relief expenditures, by all 
levels of government combined, outstripped 
school expenditures. Highway expenditures are 
certain to exceed 


almost school expenditures 


again in postwar years. A huge postwar high 
way construction program with annual federal 
aid of 500 million dollars is planned 
be hoped that large relief expenditures will not 
again be needed. Relief expenditures in the 
form of a “dole,” or in payments for 


It is to 


‘made 
work” add nothing to the national income, 
altho they help to effect a 
income. 

6. Thruout American 
sumers have been able to spend large 


redistribution of 


the war years con 
sums for 
wanted goods and services in spite of high 
taxes (Section V). In fact private expendi 
tures for consumer goods and services have 
increased 


penditures for purposes other than war 


than povernment ex- 
Total 


percent 


much faster 
consumer expenditures increased 58 
between 1939 and 1944. Expenditures for food 
and clothing each increased more than 75 per- 
cent in the same period. Large sums were spent 
for items of a luxury nature. More was spent, 
for instance, for alcoholic beverages in each 


1939 


schools by all governmental units combined. 


year since than was spent for public 


Expenditures for jewelry have equalled ap 
three-fourths of the cost of 
A part of the 


expenditures has been the 


proximately 
schools in the last several years 
rise in consumer 
result of higher prices. Translated to dollars 
of the same purchasing power, however, the 
figures still show an increase, indicating that 
there has also been an increase in the volume 
of goods and services consumed 

Consumer expenditures will probably con- 
tinue to be high during the postwar period. 
They may prove to be higher in proportion to 
the amount of disposable income of consumers 
than they were in prewar years. Consumer ex- 
penditures normally represent the bulk of total 
spending by government, by business, and by 
individuals in the United States. They must 
be high in order to maintain a high level of 
national income. On the other hand, in some 
fields of spending, such as for public education, 
government has the primary responsibility. To 
the extent that educational expenditures fall 
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short of actual needs, not only the schools but 
the whole national economy will suffer. 


Productivity of School Expenditures 


Thruout this bulletin the assertion has been 
made that school expenditures also aid in the 
maintenance of a high level of national income. 
While this is an established fact, it is not as 
widely recognized as it should be. Education 
increases production by increasing the skill of 
the worker. Thru technological progress, edu- 
cation increases production by improving the 
productive process and reducing. its cost. On 
the side of consumption, education changes the 
pattern of consumer spending and helps to 
create a demand for new products. Finally, 
only education can provide the equality of 
opportunity that is fundamental to the expan- 
sion of an economy built upon free enterprise. 

Let us hear what economists and business- 
men have to say on this subject. All of the 
following quotations are from writings that 
have appeared since the outbreak of the war. 

Simon Kuznets, well known for his re- 
searches in the field of national income, recog- 
nizes the importance of education as a factor 
in expanding production: 


. Some of the conditions inducing or accom- 
panying the growth in national product per capita 
depended upon and called for larger outlays by 
ultimate consumers. For example, the close connec- 
tion between scientific progress, personal skill, and 
a sustained rate of economic progress, meant a de- 
mand for more extensive and intensive education.’ 


After a recent survey the Committee on 
Education of the U. S. Chamber of Commerce 
concluded : 


That education is an essential instrument through 
which commerce, industry and agriculture can be 
expanded in rising degree. 

. That to maintain a representative republic 
under the system of private endeavor, initiative and 
direction, business must discover basically sound 
measures for the expansion of our dynamic economy. 


EDUCATION, as an essential instrument in that 
expansion, is a challenge to American business... . 


Writing in the same report of the U. S. 
Chamber of Commerce, Ralph Bradford, gen- 
eral director, states that: 


Education has, or must have if it is to serve its 
purpose, two great values—both necessary to Ameri- 
can progress. From the standpoint of the individual, 
it equips his perceptions for greater satisfaction in 
the pursuit of the world’s biggest business—which 
is the business of living. And from the standpoint of 
public investment, it has the responsibility of serv- 
ing an expending economy by progressively up- 
grading the productive skills and management apti- 
tudes of the American people. Both these functions 
are of vital concern to American business because 
they are integral with our country’s welfare.* 


Wesley C. Mitchell, eminent economist, de- 
scribes the relation of education to consumer 
demand as follows: 


On the side of consumption the practical demand 
for mass education is equally vigorous. When busi- 
ness rests directly or indirectly upon selling goods 
to millions of families, the distributor relies upon 
the printed word to advertise the merits of his 
wares and to introduce novelties. The case for 
public education was argued on less utilitarian 
grounds but behind it were the technical require- 
ments imposed by the new mode of life ushered in 
by the application of scientific discoveries to daily 
work, Despite its cost in time and money successive 
generations have accepted the policy of educating 
all children at public expense and have raised the 
level of this compulsory training to higher and 
higher levels. 


In an economy built upon private enterprise, 
the National Planning Association warns that: 


The choice of opportunity must rest on ability, 
effort, and individual preference, not on govern- 
mental or other compulsion. 

Government is responsible, however, for equa) 
opportunities for education, because education is the 
basis for the “open door” of opportunity—of free 
enterprise. Universal literacy wae recognized by the 
men that built this nation as indispensable to a 
society of free men.* 


Postwar Economy Will Be Broader 

The sphere of operations of our postwar 
economy will be even less circumscribed than 
in prewar years. We have definitely involved 


1 National Bureau for Economic Research. Uses of National Income in Peace and War. Occasional Paper 6. New York: the 
Bureau, 1942. p. 10. Kuznets here was speaking of the division of the national income between its two component parts, capital 
formation and consumer outlays. Expenditures for all government services, including education are, therefore, classed as con- 


sumer outlays. 
*U. S. Chamber of Commerce. Education—An Investment in People. Washington, D. C.: the Chamber, November 1944. p. 3. 


*U. S. Chamber of Commerce, jdid., p. 5. 
“ University of Pennsylvania Bicentennial Conference. 
and Industriel Relations. : University of 


D. C.: the Association, 1945. p. 4. 


ge or Their Employment.” Studies in Economics 
Press, 1942, 


Pennsylvania 
Association. National Budgets for Full Employment. Peasing Pamphlets, Nos. 43 and 44. Washington, 
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ourselves in the economic affairs of Europe 
during the war years. We cannot withdraw 
from them, even if we would, in time of peace. 
The shortening of transportation routes would 
make this impossible even if no formal agree- 
ments, such as the United Nations Charter or 
the Bretton Woods Agreement, were signed. 


This nearness to ou! F uropean neighbors is 
bound to affect the distribution of our produc- 
tion and our habits of consumption. To live 
and do business in a world thus changed will 
require more education and new types of edu- 
cation for our future leaders and for the rank 
and file of our future citizens. 


{87} 





APPENDIX 


TABLE 1.—EXPENDITURES FOR PUBLIC ELEMENTARY AND SECONDARy > _ 
SCHOOLS, 1870-1943 





Total 
expenditures 





2 


$63 , 396 666 
69,107 ,612 
74,234,476 
76,238,464 


80 054, 286 
83 , 504,067 
83,082,578 
79 ,439 ,826 


79 ,083 , 260 
76,192,375 
78 094,687 
83 ,642 ,964 


88 ,990 , 466 
96 ,750 ,003 
103,212,837 
110,328,375 


113,322,545 
115,783,890 
124,244,911 
132 ,539 ,783 


140,506,715 
147,494, 809 
155,817,012 
164,171,057 


172,502 ,843 
175 ,809 ,279 
183 , 498 ,965 
187 ,682 , 269 


194,292,911 
200 , 154,597 
214,964,618 
227,522,827 


238 , 262,299 
251,457,625 
273,216,227 
291,616 ,660 


Current 
expenditures 


3 


Capital 


26 , 207 ,041 
26 , 448 ,047 
29 344,559 
30,294,130 


30 ,007 ,688 
29 , 436 ,940 
32,590,112 
32,376,476 


31,415,233 
31,229, 308 
35,450,820 
39,872,278 


39 962 ,863 
46,289,074 
49 453,269 
56,416, 168 








Total 
expenditures 


2 





$307 , 765 ,659 
336 , 898 , 333 
371,344,410 
401 , 397,747 


426 , 250,434 
446 ,726 ,929 
482,886,793 
521,546,375 


555 ,077 , 146 
605 , 460,785 
640,717 ,053 


702,197,571 


763 ,678 ,089 
899 914,646 
1,036,151, 209 
1,308 ,411,250 


1,580,671, 296 
1,700,707 ,616 
1,820, 743 ,936 
1,946 ,096 ,912 


2,026 , 308 , 190 
2,105 ,322,414 
2,184,336 ,638 
2,250,563 ,511 


2,316, 790,384 
2,245 720,470 
2,174,650,555 
1,947 ,377 ,892 


1,720,105 ,229 
1,844,001,714 
1,968 ,898 ,198 
2,101,004, 126 


2,233,110,054 
2,288,579, 490 
2,344,048 ,927 
2,333 ,873 ,308 


2,322 ,697 ,688 
2,308 ,098 , 338 


Current 
expenditures 


3 


$247, 157,307 
271,564,993 
297 , 704,002 
319,519,156 


356 064 
371,171,314 
404 , 867 ,826 
437, ,670 


463, 
502, ,410 
537 , 209 ,738 
590 ,902 , 441 


686 


644,5 ,145 
763, ,751 
882, , 357 
,078, , 334 


,274, ,331 
5 , 562 
793 

,353 


416 
.449 
, 482 
, 448 


,415 
,354 





] 
Source: Figures for 1916 and earlier years are from Amnual Reports of the U. S. Commissioner af Education for 188 } ~ 
subsequent years thru 1915-16. Figures for even years 1918 thru 1942 and for 1925 and 1943 are from Biennial Surve) . 
; 


tion of the U. S. Office of Education. Figures for other odd years are interpolated. 


Capita 
Outlays 
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191 
191 
191 
191 
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Estimates of School Expenditures, 
1943-44 and 1944-45 


Total public elementary- and secondary-school 
expenditures are roughly estimated at 2.4 billion 
dollars for the school year 1943-44, and 2.5 billion 





dollars for the school year 1944-45. These figue By '% 
are based on a more detailed estimate by the NF\ By, 
Research Division, which places the average sala BO 

of teachers at $1786 for 1944-45, and on advance By 19 
figures for thirty-six states reported to the U ; 
Office of Education, which show a general ris: : 
school expenditures between 1942-43 and 1943-44 ™ 19 
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TABLE 2.—NATIONAL INCOME, TOTAL TAX COLLECTIONS, AND EXPENDI- 
TURES FOR PUBLIC SCHOOLS 





; , Total federal, Expenditures for Percent school Percent school 
Nationa! income state, and local public elementary and expenditures are of expenditures are of 
tax collections * secondary schools national income tax collections 


2 3 4 5 


19290 .. §83,326,000,000 , 768 ,000 , 000 ° 000, 
1930 _. 68,859 ,000 ,000 , 277,000 ,000 ‘317.000. 
1931... . $4,479,000 ,000 ,305 ,000 000 2,246,000, 
1932 39 ,963 ,000 ,000 , 151,000,000 ’ 000, 
1933 42,322,000 ,000 , 508 ,000 , 000 s 000, 


® 1934 49 , 455 ,000 ,000 , 778 ,000 ,000 ; 000, 
5 1935 dba 55,719,000,000 9 , 736 ,000 ,000 ,844,000 


1936... 64,924,000 ,000 10, 508 ,000 , 000 F 000, 
1088 ovces 71,513,000, 000 12,190,000 ,000 , 000, 
1938... 64, 200 ,000 ,000 13, 108 ,000 ,000 2,233,000, 


1939... } 70 ,829 ,000 ,000 12,422,000 ,000 2,289,000, 
1940... : 77 574,000,000 12,890 000,000 344,000, 
| ee 96 ,857 ,000 ,000 15, 190,000 , 000> 2,333,000, 
1942 s 121 , 568 ,000 ,000 20 ,917 ,000 , 000» 2,323,000 
1943 es 149 , 400 ,000 , 000 29,755 ,000 ,000¢ 2,308 ,000 


160 , 700 ,000 ,000 

Source: Figures on national income are from the U. S. Department of Commerce, Bureau of Foreign and ymestic Com- 
erce. Survey of Current Business 24: 15, April 1944; 25: 4-5, February 1945. Figures on total tax collections are from Ellis, 
Paul W. The World’s Biggest Business: American Public Spending. New York: National Industrial Conference Board, 1944, p. 
8, For source of school expenditures, see Appendix, Table 1. 

* There is some discrepancy between the figures for years prior to 1937 and years after 1937 because of the exclusion of 
local shares of state-collected, locally-shared taxes from state tax collections before that date. For further explanation see book 
y Ellis, Paul W., cited above, as source material 

> Preliminary. 

© Includes estimate for local taxes. 





TABLE 3.—FEDERAL, STATE, AND LOCAL TAX COLLECTIONS, 1914-1945 





Federal State* Local Total 
2 3 a 5 


$667 , 000 , 000 $337,000, ; $2 , 378,000,000 
615 ,000 ,000 366 ,000, a ‘ é 2,477,000 ,000 


1916 708 , 000 , 000 364,000, . , 2,643 ,000 ,000 
1917 1,015 ,000,000 410,000, , " ' +, 138,000,000 
1918 pee 3,352,000 ,000 460 ,000, , , h 661,000 , 000 
1919 4,482,000 ,000 528 000, : , i 7, 405 ,000 , 000 
1920 5 ,689 ,000 ,000 636 ,000, , , ‘ 165 ,000 , 000 


1921 4,917 ,000 ,000 745 ,000, 3. , . 8 812,000,000 
i ey 3,554,000 ,000 858,000, 3, . , 569 , 000 000 
1923 3,052 ,000 ,000 917,000, a J , 254,000 ,000 
1924 3,207 ,000 ,000 ,017 ,000, ay ; 826 ,000 , 000 
1925 - 2,974,000 ,000 , 107 ,000 x ‘ i 892 ,000 ,000 


1926... 3,215 ,000 , 000 , 264,000, , . , 3, 619,000 , 000 
1927... 3,345 ,000 ,000 , 355,000, . ‘ ,067 ,000 , 000 
1928... 3, 201 ,000 , 000 507 ,000, ‘ ‘ y 349 000 ,000 
1938, oe 3,337 ,000 ,000 612,000, . a , 768 ,000 ,000 
1988... : 3,479 ,000 ,000 , 780 ,000, : \ : , 277 ,000 ,000 


1931 - , 778 ,000, 805, ' 305 , 000 , 000 
1932... " ,642 000, , , ’ 151,000 ,000 
1933... : , 505 ,000, ‘ ' t 7, 508 ,000 , 000 
1934... 7 : , 721,000, . , , 778,000 ,000 
1988. .. , 886 000, : ‘ ‘ 736 ,000 ,000 


1936... i : , 351,000, 508 ,000 ,000 
IGF ina che , : 3,019,000, : 190 ,000 ,000 
1938 i 3, 157,000,000 ‘ 108 ,000 , 000 
1939. : 3,070 ,000 ,000 422 ,000 ,000 
1940... , 3,313,000 ,000 890 , 000 , 000 





(Table 3 continued on page 90.) 
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Federal Local Total 


2 4 5 


Tans 90 ; : 6,880 ,000 ,000 
eee ae ‘ 12,285 ,000 ,000 
1943 erqe 21,078 ,000 , 000» 
re Pea ee ; 40 , 329 ,000 , 000% 
eS eee ‘ 40,197 ,000 ,000» 


Source: Ellis, Paul W. The World’s Biggest Business: American Public Spending. New York: Nationa! Industrial ( 
Board, 1944. p. 8. 

* Local shares of state-collected taxes not included prior to 1937. 

» Including taxes refundable after the war. 

© Estimated. 

4 Preliminary. 


4,704,000 ,000 
4,733 ,000 ,000 


15,190, 000, o 
20 ,917 ,000 , 000 
29,755,000, 0 











TABLE 4.—EXPENDITURES OF FEDERAL, STATE, AND LOCAL GOVERNMENTS 
1914-1944 
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$3 ,060 000, 
3,283 ,000, 


3,281,000, 
4,711,000, 
15,661,000, 


22,125,000, 


11,132,000, 


10,370,000, 
8,856,000, 
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9 ,683 ,000, 
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10,619,000, 
11,355,000, 
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11,392,000, 
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95,129,000 


14,569 ,000,' 


, 069 , 000 , OO 
, 442 ,000 , 000 
, 207 , 000 , 00 
, 979 , 000 , 000 


, 265 , 000 , 000 
, 160 ,000 , 000 
,624, 000 , 000 
, 599 , 000 , 000 
, 240 , 000 , 000 


9, 138 , 000 , 00 
8,857 , 000 , 00K 
8,331, 000 , 00% 





Source: Ellis, Paul W. The World’s Biggest Business: American Public Spending. New York: 


Board, 1944, p, 3. 
® There is some discrepancy between the figures for years prior to 1937 and those for years after 1937 because of |! 
clusion from state expenditures before that date, and the inclusion in state expenditures after that date of expenditures fron 


shares of state-collected, locally-shared taxes. For further 


not be compared directly with those of Table 1, column 2 and Table 2, column 4. 


National Industrial Confere 


tion see book by Paul W. Ellis cited above. These figures 
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TABLE 5.—CONSUMER EXPENDITURES 
FOR GOODS AND SERVICES 





1939 19445 1945* 


800 , 000 , 000 


Billions of current dollars 


1 2 3 4 


14, 800 ,000 , 000 


1 


$36 ,600 ,000 000 


Be Total goods and services , 95.5 104 
Nondurable goods 59.0 65 


Durable goods , ‘ 6.5 7.4 
im Services. . . ; 30.0 31.5 


300 , 000 
100 ,000 


, 200 ,000 
900 , 000 


Billions of 1939 dollars 


2,700,000 
, 


228 , 100,000 


384 
§ 26 
038 


Total goods and services. . 61. 

Nondurable goods “ 32. 42. 

Durable goods vr 6. 8 

Services . 22. 25.0 24 


/ 


2,420,000 ,000 
, 187 ,000 ,000 


5 
» 093 ,900 ,000 


1 
1 


23 ,852 , 200 ,000 
11, 844,500,000 


$31,459, 200,000 
12,547 


Source: U. S. Department of Commerce, Bureau of Foreign 

Sand Domestic Commerce. ‘“‘Consumer Expenditures for Goods 

and Services.” Survey of Current Business 25: 4-S; May 1945 
* Expenditures for first quarter at annual rate. 


300 , 000 
100 ,000 


5,100,000 





74,400,000 


»69 


341 , 200 ,000 


766 , 100 ,000 
683 , 500,000 


5s 


2,128 ,300 ,000 


4,192,000 ,000 
2,684, 300,000 


> ¢ 


1 


18,975,300 ,000 


10 


$25 , 295 ,600 ,000 


00 ,000 
900 ,000 


Relation of Consumer Expenditures 
to Net National Income 


700 .000 


400 .000 
200 000 


300 ,000 
600 . OOK 


0 


> 


442 , 800 ,000 


25 
54 
251 
10 


1,923 ,400 ,000 
3,595 ,000 ,000 
8,800.7 

8.35 


i 


The estimate of 93 billion dollars for consumer 
expenditures contained in line 31, paragraph 3, 
page 83, is based on: 


$21 876,100,000 


1. An arbitrary assumption, for purposes of illus- 
tration, of a net national income of 120 billion dol- 
lars in 1947, at 1940 prices. It should be noted, how- 
ever, that many investigators believe that a 120 
billion dollar national income would be too low to 
support full employment. 

2, An estimate of consumers’ disposable income 
of almost 105 billion dollars in 1947, at 1940 prices, 
based on the above assumption concerning the na- 
tional income and estimates by the National Plan- 
ning Association of corporate undivided profits, 
social security taxes, personal taxes, and social se- 
curity benefits for 1948, at 1941 prices, adjusted 
downward for the earlier year and lower price and 
income levels. 

3. The use of the above estimate of disposable 
income in the following formula for the relation 
of consumer expenditures to disposable income, 
derived by the U. S. Department of Commerce, Bu- 
reau of Foreign and Domestic Commerce: Con- 
sumer expenditures = 5.50 + 0.04 (year [i.e., 1947] 
— 1985) + 0.828 (disposable income). 
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TABLE 6—CONSUMPTION EXPENDITURES, SELECTED COMMODITIES, 1939-1943 


Item of expenditure 
cessories 
ents 


user 


Shaw, William H 


oO am 


xd used cars 
4 


Alcoholic beverages. . . 
Clothing and accessories 
Jewelry, watches, and repairs 


OSES 
Tobacco. 
Source 


Beauty and barber shop services 
preparation 


Auto parts and a 


New al 








Food, tobacco, and alcoholic beverages 
Clothing, accessories. and jewelry 


Gasoline anc 
Admissions t 








Tt the doors of many American children the 
ladders of educational opportunity rise 
high; at the doors of many others they scarcely 
rise at all. Whether a child will receive a good or 
a poor education now depends, in large measure, 
upon the community in which he happens to be 
born and reared. On practically every measure 
of educational efficiency that can be applied, 
some states rank high and others discouragingly 
low. ... The differences .. . are of such mag- 


nitude as to create a challenge to democratic 
ideals, and a threat to the cultural, economic, 
and political well-being of the nation.—Paths to 
Better Schools, American Association of School 
Administrators Yearbook, February 1945, p. 
17-18. 

















